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1 . TAKING ALL ANNOUNCED CUTS INTO ACCOUNT, THE 77/78 
DEPENSE BUDGET (1976 SURVEY PRICES) WILL AMOUNT. 

ACCORDING TO MOD, TO 5447 MILLION POUNDS (NATIONAL 
DEPINITION) OR ABOUT 5650 MILLION POUNDS (NATO DEPINIT- 
lON ADDING 200 MILLION FOR EXTRA ITEMS UNDER NATO 
DEPINITIONS) WHICH WORKS OUT AT A REDUCTION IN REAL 
TERMS OF ABOUT 3 PERCENT COMPARED WITH 76/77. 

2. FOR 78/79 TOTAL DEFENSE EXPENDITURE WILL BE 5600 
MILLION POUNDS (INCLUDES 200 MILLION ADDED UNDER NATO 
DEPINITIONS), REFLECTING A REDUCTION IN REAL TERMS OP 
LESS THAN ONE PERCENT COMPARED TO 77/78. THIS EXPENDIT- 
URE INCLUDES THE PEBRUARY 1976 193 MILLION POUNDS 
REDUCTION AND THE DECEMBER 1976 230 MILLION POUNDS 
REDUCTION. 
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3. THE CUMULATIVE TOTAL OP REDUCTIONS IN PLANNED UK 
DEPENSE EXPENDITURE SINCE MAY 1973 TO DECEMBER 1976 IN 
CURRENT PRICES IS 6134 MILLION POUNDS WHICH, AT 1976 
PRICES, IS PROBABLY JUST OVER 8 BILLION POUNDS. MOD 
POINTS OUT, HOWEVER, THAT THIS KIND OP TOTAL PIGURE 
"IS MEANINGLESS" SINCE IT REFLECTS CUTS AGAINST FORECAST 
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EXPENDITURES AND NOT AGAINST PROGRAMS WHICH HAVE BEEN 
VOTED BY PARLIAMENT. AS ONE MOD DOCUMENT PUTS IT, THE 
BRITISH IN NATO ARE "THE ONLY NATION TO GO THROUGH THE 
ANNUAL CHARADE OF A PROJECTION OE THE PLANNERS' 

EANTASIES EOR A NUMBER OF YEARS AHEAD, EOLLOWED BY THE 
PUBLIC 'CUTTING' OF THESE EORWARD PLANS TO BRING THEM 
CLOSER TO REALITY: THIS IS CALLED PUBLIC EXPENDITURE 
REVIEW, AND MORE OR LESS ENSURES THAT WE WILL HAVE 
'CUTS' IN PLANNED DEEENSE EXPENDITURE TO REPORT TO NATO 
AT LEAST ONCE EACH YEAR." 

4. GOING ON, IT IS ARGUED THAT THE ONLY REAL CUTS ARE 
CUTS IN CURRENT DEEENSE BUDGET OR IN PLANNED BUDGET FOR 
THE NEXT EINANCIAL YEAR. ON THIS BASIS, OE THE 6134 
MILLION POUNDS (AT CURRENT PRICES) (PARA 3) TOTAL IN 
PLANNED UK DEEENSE BUDGET REDUCTIONS, A TOTAL OE 1417 
MILLION POUNDS (AT DIFEERENT PRICE LEVELS) FALL INTO 

THIS CATEGORY OE CUTS. THE MOD ARGUES THAT MEASURED IN 
REAL TERMS, BRITISH DEFENSE EXPENDITURE HAS STAYED 
STEADY AND, MEASURED BY SUCH STANDARD NATO YARDSTICKS AS 
PERCENT OF GDP OR EXPENDITURE ON EQUIPMENT, "IT HAS 
STAYED COMPARATIVELY HIGH. " 

5. ON UK EXPENDITURE ON DEEENSE EQUIPMENT THE UK, 
COMPARATIVELY, "LEADS THE WHOLE NATO EIELD." USING THE 
NATO DEEINITION EOR "MAJOR EQUIPMENT" THE MOD ASSERTS 
THAT THE UK EXPENDITURE ON EQUIPMENT AS A PROPORTION OP 
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THE DEFENSE BUDGET IS AS EOLLOWS: 

72/73 18.6 PERCENT (UK SECOND ALTER US) 

73/74 19.3 PERCENT (UK EIRST) 

74/75 17.2 PERCENT (UK SECOND ALTER US) 

75/76 19.3 PERCENT (UK EIRST) 

76/77 20.0 PERCENT (UK EIRST) 

6. ON THE MATTER OF COMPENSATION EOR INELATION, THE 
UK PRIDES ITSELE AS BEING THE ONLY MAJOR NATO NATION 
WHICH "REGULARLY COVERS" THE FULL EFFECTS OF PAY AND 
PRICE INCREASES ON THE DEFENSE BUDGET AND IS THE ONLY 
NATION TO HAVE MADE "FULL COMPENSATION" FOR PAY AND 
PRICE INCREASES A NORMAL ASPECT OE PUBLIC EXPENDITURE. 
THIS IS COSTING IN 76/77 OVER ONE BILLION POUNDS EOR 
DEEENSE. 

7. IN REAL TERMS THE LEVEL OE UK DEEENSE SPENDING EOR 
74-76 IS MINUS 3.9 PERCENT; PLUS 2.9 PERCENT AND 
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PLUS 2.5 PERCENT RESPECTIVELY. THE CUTS ANNOUNCED 
IN JULY AND DECEMBER 1976 BRING DEEENSE SPENDING IN REAL 
TERMS EOR 77/78 AND 78/79 TO 5650 AND 5600 MILLION 
POUNDS RESPECTIVELY, SHOWING A "SLIGHT DECLINE" FROM 
76/77 OF 5840 MILLION POUNDS (NATO DEFINITION TOTAL - 
INCLUDING ADJUSTMENT EOR 1976 PRICES). 

ARMSTRONG 


CONEIDENTIAL 


NNN 


Margaret P. Grafeid Deciassified/Reieased US Department of State EO Systematic Review 22 May 2009 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 -Jan-1 994 12:00:00 am 
Channei indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: REPORTS, MILITARY BUDGET, DATA, AMENDMENTS 

Control Number: n/a 
Copy: SINGLE 

Sent Date: 21 -Jan-1 977 12:00:00 am 
Decaption Date: 01 -Jan-1 960 12:00:00 am 

Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 22 May 2009 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1977LONDON01 199 

Document Source: CORE 

Document Unique ID: 00 

Drafter: n/a 

Enclosure: n/a 

Executive Order: XI 

Errors: N/A 

Expiration: 

Film Number: D770023-0359 

Format: TEL 
From: LONDON 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1977/newtext/t1 97701 30/aaaabaar.tel 

Line Count: 160 
Litigation Code IDs: 

Litigation Codes: 

Litigation History: 

Locator: TEXT ON-LINE, ON MICROFILM 

Message ID: 560961 d3-c288-dd1 1-92da-001cc4696bcc 

Office: ACTION EUR 

Original Classification: CONFIDENTIAL 

Original Handling Restrictions: n/a 

Original Previous Classification: n/a 

Original Previous Handling Restrictions: n/a 

Page Count: 3 

Previous Channel Indicators: n/a 
Previous Classification: CONFIDENTIAL 
Previous Handling Restrictions: n/a 

Reference: 77 LONDON 918, 77 LONDON 621, 77 LONDON 334 

Retention: 0 

Review Action: RELEASED, APPROVED 
Review Content Flags: 

Review Date: 1 1 -Mar-2005 12:00:00 am 
Review Event: 

Review Exemptions: n/a 
Review Media Identifier: 

Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
SAS ID: 3539939 
Secure: OPEN 
Status: NATIVE 

Subject: UK DEFENSE BUDGET 
TAGS: MPOL, UK, NATO 
To: STATE DOD 
Type: TE 

vdkvgwkey: odbc://SAS/SAS.dbo.SAS_Docs/560961d3-c288-dd11-92da-001cc4696bcc 
Review Markings: 

Margaret P. Grafeld 
Declassified/Released 
US Department of State 
EO Systematic Review 
22 May 2009 

Markings: Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 22 May 2009 



